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Learning Objectives

1. Describe the characteristics that differentiate the operational, 
managerial, and executive levels of an organization

2. Explain the characteristics of the three information systems 
designed to support each unique level of an organization: 
Operational/Transaction Processing Systems (TPS), Tactical/ 
Management Information Systems (MIS), and Strategic/ 
Executive Information Systems (EIS)

3. Understand the nature of Functional Area systems as a 
system that spans organizational boundaries
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The Nature of Managerial Work

 Management

 the process of directing tasks and directing resources to achieve 

organizational goals

 management functions: planning, organizing, directing, motivating, 

controlling... 

 Planning: done at different Levels

 Long-term mission and vision

 Strategic goals

 Tactical objectives

 Most important planning activities

 Scheduling

 Budgeting

 Resource allocation
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The Nature of Managerial Work
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 Control

 Managers control activities by comparing plans to results.

The Nature of Managerial Work
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The Nature of Managerial Work

 Decision Making

 Both planning and control call for decision making

 The higher the level of management:

 The less routine the manager’s activities

 The more open the options

 The more decision-making involved
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 Managers need to make decisions, often under 

uncertainty; each level of management has different 

information needs.

 There is often a need for efficiency and effectiveness

 Efficiency: 

 doing things right: with minimum input

 Effectiveness: 

 doing right things, to satisfy main org. goal

 Example: Killing mosquito with sledge hammer –effective, but 

not efficient

The Nature of Managerial Work
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New Realities in Business

 More organizations are becoming information-based

 More network-based, rather than hierarchical 

organizations 

 People drawn into process teams to accomplish projects

 Companies are beginning to pay more attention to 

customers and their preferences 

 Instead of mass production, we have more customization

 Information technology (hardware and application software) 

makes customization possible on a larger scale
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The Organizational Pyramid
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The Organizational Pyramid

 Senior (Executive) Managers:

 Strategic/ Executive Information Systems (EIS)

 make long-term decisions about products / services to produce [control 

direction]

 Middle (Tactical) Managers:

 Tactical/ Management Information Systems (MIS)

 carry out programs and plans of senior managers [control resources]

 budgeting, monthly scheduling, personnel plans

 Operational (Transaction Processing) Managers:

 Operational/ Transaction Processing Systems (TPS)

 monitor firm's daily activities [control activity]

 daily scheduling, inventory handling.
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Levels of the Organization
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Basic Systems Architecture Model

12



Three Organizational Systems

13

(1) Operational/ TPS

(2) Tactical/ MIS

(3) Executive/ EIS



Who, What, Why: Organizational Level
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A Framework for Operational/ TPS

 Operational/ Transaction Processing Systems (TPS)

 collect, validate, and record transactional data

 e.g., order is accepted by a warehouse (on credit)

 record data about what was ordered (order entry)

 adjust inventory level

 produce packing slip and shipping label

 generate an invoice to be sent to customer
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 Characteristics of Operational/ TPS:

 repetitiveness

 predictability

 emphasis on past

 very detailed data

 accuracy of data input is very high (checking)

 data come entirely from internal sources

 format of data input and information output is highly 

structured

 Apply the above to a familiar situation

 Operational systems are often used by clerical 

workers and low level management 
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System Description: Transaction 

Processing System (TPS)

TPSs are a special class of information system designed to process business 

events and transactions

Architecture Components

• Source Documents – these contain the event or transaction information to be 
processed by system

• Data Entry Methods
• Manual – a person entering a source document by hand

• Semiautomated – using a capture device to enter the source document 
(e.g. a barcode scanner)

• Fully Automated – no human intervention, one computer talks or feeds 
another computer (e.g. automatic orders from inventory systems)

• Processing – transactions can be either: 
• Online – processed individually in real-time 

• Batch – grouped and processed together at a later time
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System Architecture: Transaction 

Processing System (TPS)
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Transaction Processing System (TPS)
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TPS Methods: Batch vs. Online

 Batch: 

 Transactions are 
accumulated over time, 
and prepared for entry 
or processing as a 
single unit or a batch

 Online:  

 Transactions input 
into the system as 
they occur.
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TPS Example: Point-of-Sale Systems

 e.g., electronic cash registers

 for a retailing business [transaction level]

 Can decrease inventory at check-out

 Data entered in various ways

 e.g. bar code scanning

 Quicker check-out procedures

 Decreased clerical costs
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TPS Example: Payroll System
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Operational/ TPS Report Example (1)
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Focus on results by:

• Product

• Department 

• Sales ($)

for a specific time:

• Real time

• Hourly/ daily

• Monthly

Operational/ TPS Report Example (2)
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Focus on results by department for a specific month 

Dashboard reporting is focused on 

daily/ monthly comparisons  for a 

specific department  

Operational/ TPS Report Example (3)
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Operational/ TPS Report Example (4)



Who, What, Why: Managerial Level

Tactical /
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Framework for Tactical/ Management 

Information Systems (MIS)

 In operational systems, transaction data are captured and 

stored (in a database);

 In Tactical/ Management Information Systems, transaction 

data are summarized, aggregated, and analyzed for 

additional insight for middle managers

 generate a variety of reports:

 summary reports: totals, averages, key data

 total regular and overtime hours worked for each plant for the 

week, by job classification {what resource will this info. help to 

control?}
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 Tactical MIS

 Provide insight for managers into regular operations of the 

organization so they can control, organize, and plan more 

effectively.

 Right info to the right person at the right time

 Information typically provided in reports
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Framework for Tactical/ Management 

Information Systems (MIS)



System Description: Management  

Information Systems (MIS)

Tactical Information Systems or Management Information Systems (MISs) are 

used by managerial employees to support recurring decision making in managing a 

function or the entire business

Supported Activities

• Scheduled Reporting - the system produces automatically based on a 
predetermined schedule. Some include:

• Key Indicator – High-level summaries to monitor performance (e.g. 
Monthly Sales Report)

• Exception – Highlights situations where data is out of normal range (e.g. 
Monthly Late Shipments)

• Drill Down – Provides lower-level detail aggregated in a summary report 
(printed only if needed)

• Ad Hoc Reporting – unscheduled reports that are usually custom built to 
answer a specific question (e.g. sales data by person report to identify issues) 
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System Architecture: Management 

Information System (MIS)

Tactical /
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Reporting Activity: Management by 

Exception

 Managers review only exceptions from expected results 

that are of a certain size or type to save time.
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Reporting Activity: Drill-down (EIS)

Second Level

Data Drill Down

First Level

Graphical Summary

33



 Example:  list of weekly sales $, by salesperson, by product 

and by sales region {such information would be difficult to 

produce without a computer}

 Exception reports: warn managers when results from a 

particular operation exceed or do not meet an 

organizational standard 

 List of all plants that have logged more overtime hours 

than expected for the week

 List of all sales personnel whose sales fall in the top and 

bottom 10% of the organization

Tactical/ MIS Report Examples
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Tactical/ MIS Report Examples

 Ad Hoc reports: "spur-of-the-moment"; unplanned

 Needed by manager to solve a unique problem

 E.g. a list of the total number of employees absent during the 

week, arranged by plant and by job title, along with the hours 

or days missed

 If an exception report has shown high overtime earnings 

at some plants, then a manager might ask for a report 

showing the production record of each plant for the 

week; to help investigate why there was an overtime 

problem.
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Tactical/ MIS Report Example (1)
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Focus on results 

by month over a 

quarter period

Dashboard reporting 

over a defined period 

for specific key 

products
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Focus on results by month 

over a quarter period

Tactical/ MIS Report Example (2)



Who, What, Why: Executive Level
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Framework for Strategic/ Executive 

Information Systems (EIS)

 Strategic Systems/ Executive Information Systems

 Provide top managers with information that assists them 

in making long-range planning decisions for the 

organization

 Used to set long-term organizational goals

 Middle managers then need to allocate resources to meet 

these organizational goals

 Produced regularly, but more often on ad hoc basis
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 One important characteristic of Strategic/ Executive 

Information Systems is that a significant portion of the 

information produced by such systems comes not from 

internal, but external sources (market intelligence)

 Compare key performance information of our company 

with that of the entire industry
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Framework for Strategic/ Executive 

Information Systems (EIS)



System Description: Executive 

Information Systems (EIS)

Strategic Systems, also called Executive Information Systems (EIS) or 
Executive Support Systems (ESS) or, are special purpose information 
systems to support executive decision-making 

System Details
These systems use graphical user interfaces to display consolidated 
information and can deliver both: 

• Soft Data - textual news stories or non-analytical data
• Hard Data – facts, numbers, calculations, etc.

Supported Activities
The activities supported by these kinds of systems include:

• Executive Decision Making

• Long-range Strategic Planning

• Monitoring of Internal and External Events

• Crisis Management

• Staffing and Labour Relations
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System Architecture: Executive 

Information Systems (EIS)

Strategic /
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Strategic/ EIS Dashboard Reporting

 “A picture says a thousand words”
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Results are aggregated 

for the organization 

and presented  in a 

graphical format  or 

“executive dashboard” 

for quick viewing and 

timely decision making

KPI Dashboard

http://www.youtube.com/watch?v=GgagjGs2n8A&feature=related


Strategic/ EIS Report Example (1)
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Strategic/ EIS Report Example (2)
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Review: Categorize Each Decision as 

Strategic, Tactical, or Operational
a. Rejecting credit for a company with an overdue account

(Operational)

b. Analyzing sales by product line within each geographic region, this year to

date vs. last year to date

(Tactical)

c. Using a simulation model to forecast profitability of a new product, using

projected sales data, competitive industry statistics, and economic trends

(Strategic)

d. Comparing planned vs. actual expenses for department staff

(Tactical)

e. Allocating salespeople's time to the highest potential market prospects

(Tactical)
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Executive Level
Strategic planning and responses to strategic issues occur here. Executive 
decisions are usually unstructured and are made using consolidated internal and 
external information

Managerial Level
Monitoring and controlling of operational activities and executive 
information support occur here.  Managerial decisions are usually 
semistructured and are made using procedures and ad hoc tools

Operational Level
Day-to-day business processes and interactions with customers occur 
here. Operational decisions are usually structured and are made using 
established policies and procedures

The Organizational Pyramid - Summary
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